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FORENSIC AUDITING IN THE FORENSIC AUDITING IN THE 
PUBLIC SECTORPUBLIC SECTOR
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Topics to be DiscussedTopics to be Discussed

« Forensic Auditing

« Case Study

« Questions/Answers

« Final Exam
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Forensic AuditingForensic Auditing

«Forensic Auditing – auditing that 
specifically looks for financial misconduct, 
and abusive or wasteful activity

• Real examples and costly consequence
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Forensic Auditing ToolsForensic Auditing Tools

«Public Record Searches

«Data Mining

«Document Analysis
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Case Study Case Study 

« Congressional request to audit select 
disbursement processes that we deemed to be 
particularly susceptible to fraud, waste and/or 
abuse

« Fiscal year 2002 disbursements totaled over $310 
million to contractors and vendors
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Case StudyCase Study

« HUD contracts out the management of its single-
family properties to property management firms.

« The contractors are granted a great deal of 
autonomy 
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Case StudyCase Study

« Obtained a detailed understanding of the payment 
process

« Conducted Preliminary Internal Control Assessment

« Identified Internal Control Weakness

« Conducted public record searches, data mining, and 
document analysis
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Case StudyCase Study

Public Record Search

«Nexis

«State Databases

«Vendor Web Sites
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Case StudyCase Study

« Data mining

« IDEA – is a user-friendly file query tool that allows 
auditors, accountants, financial managers, and 
investigators to test data files
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IDEA “SUM BY PROPERTY”IDEA “SUM BY PROPERTY”
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IDEA “SUM BY POST CODE (PC)”IDEA “SUM BY POST CODE (PC)”



Slide 12

IDEA “267904 By PC”IDEA “267904 By PC”
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IDEA “GN >= $2,000”IDEA “GN >= $2,000”
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IDEA “267904 PC = GN”IDEA “267904 PC = GN”
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Case StudyCase Study

«Contact investigators

«Visit Site

«Verify delivery of goods and 
services
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Document AnalysisDocument Analysis
INVOICE M & M Sub-Contracting 

 
 

50 Elm Street 
Brooklyn, NY 
Phone [509.555.0190]  Fax [509.555.0191]  

INVOICE #429 
DATE: MARCH 11, 2002 

 

TO: 
John Doe 
Prime Contractor  
45 Maple St. 
Suffern, NY 
555-5555 

 

 
COMMENTS OR SPECIAL INSTRUCTIONS:  
 
 RE: INVOICE FOR EMERGENCY REPAIRS @ 667 MAXDONOUGH, APT# 1L, PO#0300 
FHA Case number 374 -284936 

 

QUANTITY DESCRIPTION UNIT 
PRICE 

TOTAL 

 DM:  Removal and disposal of debris   

 CD:   

 BR:   

 DF:   

 SR:  Repair bathroom   

 RF:   

 GN:   

 MR:   

20 HOURS LABOR $91.00  $1,820.00 

 MATERIALS  240.00  

SUBTOTAL  

SALES TAX  

SHIPPING & 
HANDLING  

 

TOTAL DUE $2,060.00 

Thank you for your business! 
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Document AnalysisDocument Analysis
INVOICE M & M Sub-Contracting 

 
 
50 Elm Street 
Brooklyn, NY 
Phone [509.555.0190]  Fax 
[509.555.0191] 

INVOICE #523 
DATE: MARCH 21, 2002 

 

TO: 
John Doe 
Prime Contractor  
45 Maple St. 
Suffern, NY 
555-5555 

 

 
COMMENTS OR SPECIAL INSTRUCTIONS:   
 
 RE: INVOICE FOR EMERGENCY REPAIRS @ 667 MAXDONOUGH, APT# PUBLIC HALL, 
PO#0387 
FHA Case number 374-284936 

 

QUANTITY DESCRIPTION UNIT 
PRICE 

TOTAL 

 DM:  Removal and disposal of debris    

 CD:   

 BR:   

 DF:   

 SR:     

 RF:   

 GN:  Repair balusters    

 MR:   

10 HOURS LABOR $91.00  $910.00 

 MATERIALS  172.00 

SUBTOTAL  

SALES TAX  

SHIPPING & 
HANDLING  

 

TOTAL DUE $1,082.00 
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Document AnalysisDocument Analysis
INVOICE M & M Sub-Contracting  

 
50 Elm Street 
Brooklyn, NY 
Phone [509.555.0190]  Fax 
[509.555.0191] 

INVOICE #046 
DATE: JANUARY 29, 2002 

 
TO: 
John Doe 
Prime Contractor 
45 Maple St. 
Suffern, NY  
555-5555 

 

 
COMMENTS OR SPECIAL INSTRUCTIONS:  
RE: INVOICE FOR EMER GENCY REPAIRS @ 1424 DEKALB, APT# 1R, PO#0253 
FHA Case number 374-267904 
 

QUANTITY DESCRIPTION UNIT PRICE  TOTAL 

 DM:  Removal and disposal of debris   

 CD:  Demolish entire apt. floor to floor joist 550 sft.   

 BR:   

 DF:    

 SR:     

 RF:   

 GN:     

 MR:   

20 HRS LABOR $91.00 $1,820.00 

 MATERIALS  300.00 

SUBTOTAL  

SALES TAX  

SHIPPING & 
HANDLING 

 

 

TOTAL DUE $2,120.00 

 

 

Thank you for your business! 
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Document AnalysisDocument Analysis
INVOICE M & M Sub-Contracting 

50 Elm Street 
Brooklyn, NY 
Phone [509.555.0190]  Fax [509.555.0191]  

INVOICE #047 
DATE: JANUARY 29, 2002 

 
TO: 
John Doe 
Prime Contractor 
45 Maple St. 
Suffern, NY 
555-5555 

 

 
COMMENTS OR SPECIAL INSTRUCTIONS:   
RE: INVOICE FOR EMERGENCY REPAIRS @ 1424 DEKALB, APT# 1R, PO#0254 
FHA Case number 374-267904  Work Done on 12-20-02 

 

QUANTITY DESCRIPTION UNIT 
PRICE 

TOTAL 

 DM:     

 CD:     

 BR:   

 DF:   

 SR:     

 RF:    

 GN:  Replace floor, shimming and adjustment to floor 
joist entire floor  550 sft (4 workers X5 hours = 20 hrs) 

  

 MR:    

20 HOURS LABOR $91.00 $1,820.00 

 MATERIALS  400.00 

SUBTOTAL  

SALES TAX  

SHIPPING & HANDLING  

 

TOTAL  DUE $2,220.00 

 

 

Thank you for your business! 
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Document AnalysisDocument Analysis
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Document AnalysisDocument Analysis
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Case Study Case Study -- ResultsResults

« The contractor routinely circumvented the agency 
imposed controls 

«Weak oversight process contributed to over 
$181,000 in potentially fraudulent payments 
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Forensic Auditing in The Public Forensic Auditing in The Public 
Sector Sector 

« OMB estimates over $45 billion in improper payments

« Forensic Auditing

« Real examples and costly consequences
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Final ExamFinal Exam


